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Accounting  Officer’s  Report 


1 OPERATING  RESULTS 

Details  of  operating  results,  classification  and  object  of  expenditure  are  Induded  In  appendices  C and  D.  A summary  of  the 
operating  for  the  year  under  reviev/  is  set  out  hereunder 


1 . 1 Rate  and  General  Services 

Expenditure 

Ordinary 

Capital 


Income 

Assessment  Rates 
Other 

Accumulated  Surplus 

Surplus/(Deficit)  foryear 
Surpius  brought  fonvard 
PriotYear  Adjustment 
Reduction  in  Bad  Debt  Provision 


2012/2013  2011/2012 


71,348,804 

0 

71,348,804 

15,562,302 

90,301,315 

105,863,617 

34,514,813 

119,357,667 


64,752,784 

0 

64,752,784 

9,352,617 

83,334,645 

92,687,262 

27,934,478 

91,423,189 


153,872,480 


119,357,667 


2 CAPITAL  EXPENDITURE  AND  FINANCING 

Expenditure 

Rate  and  General  Services 


Flnanclng 

Grants  and  Subsldles 

Revenue  Contributlons  to  Capital  Outfay 


3 REVENUE 


2012/2013 

25,569,099 

25,569,099 

18,404,000 

7,165,099 

' 25,569,099 


2011/2012 

16.446.261 

16.446.261 

16.446.261 
0 

" 16.446,261 


Rates  form  14.70%  of  the  total  income  of  the  municipality,  Ihe  remainder  of  the  Income  is  generated  by  grants  and  tradlng  services, 
TTie  Equitable  Share  received  fom  National  Government  forms  the  bulk  of  the  municipalities  Income  amountlng  to  R 55  307  000.00. 

Interest  recefved  on  investments  and  the  current  amounts  is  R 795  711  and  Inlereston  arrear  accounts  amounted  to  R 7 563  583. 


4 EXPENDITURE 

Employee  costs  amounts  to  R29.69  mllllon  and  forms  41%  of  total  expenditure  of  the  munidpality,  while  repalrs  and  maintenance  amounted 
to  R3  851  107  and  forms  5.4%  of  total  expenditure. 
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uWlSHWATHI  MUNICIPALITY 

ACCOUNTING  POLICIES  TO  THE  ANNUAL  FINANCIAL  STATEMENTS 
FOR  THE  YEAR  ENDED  30  JUNE  2013 

1.  BASIS  OF  PRESENTATION 

The  Annual  financial  statements  have  been  prepared  in  accordance  with  the 
Standards  of  Generally  Recognised  Accounting  Practices  (GRAP). 

The  Standards  comprise  of  the  following: 


GRAP  1 

Presentation  of  Financial  Statements 

GRAP2 

Cash  Flow  Statements 

GRAP3 

Accounting  Policies,  Changes  in  Accounting  Estimates  and  Errors 

GRAP5 

Borrowing  Costs 

GRAP  9 

Revenue 

GRAP  12 

Inventories 

GRAP  13 

Leases 

GRAP17 

Property,  Plant  and  Equipment 

GRAP  19 

Provisions,  Contingent  Liabilities  and  Contingent  Asset 

GRAP  statements  4,  6,  7,  8,  10,  11,  14,  16,  100,  101  and  102  have  not  been 
implemented  since  they  do  not  affect  the  operations  of  the  municipality.  GRAP 
statement  18  is  currently  not  being  applied  since  no  effective  date  has  yet  been 
determined. 

GRAP  statements  21,  23,  24,  26,  103  and  104  have  been  effective  from  1 April  2012 
and  thereafter.  GRAP  103  has  not  been  implemented  by  the  municipality  since  it  does 
not  have  any  Heritage  assets. 

The  Minister  of  Finance  has  announced  the  effective  date  for  GRAP  25  as  on  or  after 
01  Apri!  2013,  however  he  still  has  not  determined  effective  dates  for  the  GRAP 
statements  105,  106  and  107.  The  statements  that  affect  the  municipality  will  be 
applied  once  the  effective  dates  are  determined  and  the  impact  of  the  application  of 
the  statements  is  not  known  and  cannot  be  reasonably  estimated. 

Details  of  related  party  transactions  are  disclosed  as  per  paragraph  27  of  IPSAS  20. 

These  accounting  policies  are  consistent  with  those  of  the  previous  financial  year. 

These  accounting  policies  and  the  applicable  disclosures  have  been  based  on 
Standards  Of  International  Pubiic  Sector  Accounting  Standards  (PSAS)  issued  by  the 
Internationa!  Federation  of  Accountants-Public  Sector  Committee,  International 
Accounting  Standards  (lAS)  issued  by  the  International  Accounting  Standards  Board, 
of  Generally  Accepted  Accounting  Practice  issued  by  the  South  African  Accounting 
Practice  Boards  and  the  South  African  Institute  of  Chartered  Accountants’  Accounting 
Practice  Committee. 
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uMSHWATH!  MUNICIPALITY 

ACCOUNTING  POLICIES  TO  THE  ANNUAL  FINANCIAL  STATEMENTS 
FOR  THE  YEAR  ENDED  30  JUNE  2013 

The  principal  accounting  policies  adopted  in  the  preparation  of  these  annual  financial 
statements,  have  been  consistently  applied.  Assets,  liabilities,  revenues  and  expenses 
have  not  been  offset  except  when  offsetting  is  required  or  permitted  by  a Standard  of 
GRAP. 

2.  PRESENTATION  CURRENCY 

These  annual  finandal  statements  are  presented  in  South  African  Rand 

3.  GOING  CONCERN  ASSUMPTION 

These  annual  financial  statements  have  been  prepared  on  a going  concern  basis. 

4.  HOUSING  DEVELOPMENT  FUND 

The  Housing  Development  Fund  was  established  in  terms  of  the  Housing  Act,  (Act  No. 
107  of  1997).  Loans  from  national  and  provincial  government  used  to  finance  housing 
selling  schemes  undertaken  by  the  Municipality  were  extinguished  on  01  April  1998 
and  transferred  to  a Housing  Development  Fund.  Housing  selling  schemes  both 
complete  and  in  progress  as  at  01  April  1998,  were  also  transferred  to  the  Housing 
Development  Fund.  In  terms  of  the  Housing  Act,  all  proceeds  from  housing 
developments,  which  include  rental  income  and  sales  of  houses,  must  be  paid  into  the 
Housing  Development  Fund.  Monies  standing  to  the  credit  of  the  of  the  Housing 
Development  Fund  can  be  used  only  to  finance  housing  developments  within  the 
municipality  area  subject  to  the  approval  of  the  Provincial  MEC  responsible  for 
housing. 

5.  RESERVES 

5.1  Revaluation  Reserve 

A revaiuation  reserve  is  created  in  the  event  where  the  vaiues  of  items  of  property, 
plant  and  equipment  are  valued  up.  The  increased  amount  of  revaluation  is  credited  to 
the  revaluation  reserve.  Any  subsequent  revaluations  of  items  of  property,  piant  and 
equipment  is  charged  against  this  revaluation  reserve. 

6.  ASSETS 

6.1  PROPERTY,  PLANT  AND  EQUIPMENT 

Property,  plant  and  equipment,  is  stated  at  cost,  less  accumulated  depreciation. 
Land  is  not  depreciated  as  it  is  deemed  to  have  an  indefinite  life. 

The  cost  of  items  of  property,  plant  and  equipment  acquired  in  exchange  for  a non- 
monetary  or  monetary  asset,  or  a combination  of  monetary  and  non-monetary  assets 
is  measured  at  its  fair  value  .If  the  cost  cannot  be  measured  at  its  fair  value,  its  cost  is 
measLired  at  the  carrying  amount  of  the  asset  given  up. 
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uWISHWATHI  MUNICIPALITY 

ACCOUNTING  POLICIES  TO  THE  ANNUAL  FINANCIAL  STATEMENTS 
FOR  THE  YEAR  ENDED  30  JUNE  2013 

Assets  under  construction  are  recognised  as  such  and  capitalized  at  the  cost  incurred 
as  at  year  end.  Subsequent  expenditure  is  capitalized  when  the  recognition  and 
measurement  criteria  of  an  asset  are  met. 

The  GRAP  Standard  on  Impairment  of  Assets  is  applied  to  determine  whether  an  item 
of  property.  plant  and  equipment  need  to  be  impaired.  Referto  paragraph  14.1. 


Depreciation  is  calculated  based  on  cost,  using  the  straight-line  method  over  the 
estimated  useful  lives  of  the  assets.  The  annua!  depreciation  rates  are  based  on  the 
following  estimated  asset  lives:- 


YEAR 

OTHER 

YEARS 

Infrastructure 

Roads  and  Pavinq 

Buildings 

30 

Air  Conditioners 

5 

Eiectricity 

Other  Vehicles 

5 

Housinq 

^■i 

Office  equipment 

5 

Street  Lights 

Furniture  and  Fitting 

10 

Radios 

5 

Community 

Olher  items  of  plant  and 
equipment 

3 

Buildings 

30 

Computers  and  Computer 
Software 

5 

Security 

5 

The  gain  or  loss  arising  on  the  disposal  or  relirement  of  an  item  of  property,  piant  and 
equipment  is  determined  as  the  difference  between  the  saies  proceeds  and  the 
carrying  value  and  is  recognized  in  the  Statement  of  Financial  Performance. 

Where  the  carrying  amount  of  an  item  of  property,  plant  and  equipment  is  greater  than 
the  estimated  recoverabie  amount,  it  is  written  down  immediately  to  its  recoverable 
amount  and  an  impairment  loss  is  charged  against  the  Revaluation  reserve. 

Depreciation  on  assets  under  construction  during  the  year  is  oniy  provided  for  once 
the  asset  is  brought  into  use. 

6.2  INTANGIBLE  ASSETS 

Computer  Software  is  identified  as  Intangible  Assets  and  is  disciosed  as  such  in  the 
financial  statements.  The  intangible  assel  is  amortised  over  its  useful  life.  Intangible 
assets  are  disclosed  at  cost  less  amortization  in  the  financial  statements. 
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uMSHWATHI  MUNICiPALITY 

ACCOUNTING  POLICIES  TO  THE  ANNUAL  FINANCIAL  STATEMENTS 
FOR  THE  YEAR  ENDED  30  JUNE  2013 

7.  FINANCIAL INSTRUMENTS 

The  fair  value  of  financial  Instruments,  which  include  fixed  deposits  and  short-term 
deposits  invested  in  registered  banks,  are  valued  at  cost,  including  interest  capitaiized, 
at  the  end  of  the  reporting  period. 

Where  investments  have  been  impaired,  the  carrying  value  is  adjusted  by  the  loss, 
which  is  recognized  as  an  expense  in  the  period  that  the  impairment  is  identified. 

On  disposai  of  an  investment,  the  difference  between  the  net  disposal  proceeds  and 
the  carrying  amount  is  charged  or  credited  to  the  Statement  of  Financial  Performance. 

The  carrying  vaiue  of  trade  receivables  and  payables  are  assumed  to  approximate 
their  fair  values.  Trade  receivables  (debtors)  have  not  been  discounted  as  required  by 
lAS  39  since  the  bulk  of  the  debtors  are  rates  debtors  and  arrear  accounts  are 
charged  interest  on  the  arrear  batance  on  a monthly  basis. 

7.1  ACCOUNTS  RECEIVABLE 

Accounts  receivable  are  carried  at  anticipated  realisable  value.  The  bulk  of  the 
outstanding  debtors  are  made  up  of  rates  and  interest  raised  on  arrear  accounts  over 
the  years.  An  estimate  is  made  for  doubtfu!  receivabies  based  on  a review  of  all 
outstanding  amounts  at  year-end.  No  bad  debts  were  written  off  during  the  year. 
Amounts  that  are  receivable  within  12  months  from  the  reporting  date  are  classified  as 
realisable 

The  impairment  for  trade  receivables  is  calculated  on  a portfolio  basis  and  is  based  on 
historical  loss  ratios,  adjusted  for  national  and  Industry-specific  economic  conditions 
and  other  indicators  present  at  the  reportlng  date. 

7.2  TRADE  CREDITORS 

Trade  creditors  are  stated  at  their  nominal  value. 

7.3  CASH  AND  CASH  EQUIVALENTS 

Cash  includes  cash  on  hand  and  with  banks.  Cash  equivalents  are  short-  term  highly 
iiquid  investments  that  are  held  with  registered  banking  institutions  with  maturities  of 
six  months  or  less  and  are  subject  to  an  insignificant  risk  of  change  in  value. 

For  the  purposes  of.the  cash  flow  statement,  cash  and  cash  equivalents  comprise 
cash  on  hand,  deposits  held  on  call  with  banks  and  investments  in  financial 
instruments,  net  of  bank  overdraft. 

8.  INVENTORIES 

The  only  inventory  held  is  that  of  consumable  stores.  The  cost  of  consumable  stores  is 
expensed  at  the  time  of  purchase. 
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uMSHWATHI  MUNICIPALITY 

ACCOUNTING  POLICiES  TO  THE  ANNUAL  FINANCIAL  STATEMENTS 
FOR  THE  YEAR  ENDED  30  JUNE  2013 

9.  BORROWING  COSTS 

Borrowing  costs  are  recognised  as  an  expense  in  the  Statement  of  Financiai 
Performance. 

10.  REVENUE  RECOGNITION 

10.1  Revenue  from  exchange  transactions 

Service  charges  relating  to  refuse  removal  are  recognized  on  a monthly  basis  in 
arrears  by  applying  the  approved  tahff  to  each  property.  Tariffs  are  determined  per 
category  of  property  usage,  and  are  levied  monthly  based  on  the  number  of  refuse 
containers  on  each  property,  regardless  of  whether  or  not  ali  containers  are  emptied 
during  the  month 

Interest  and  rentais  are  recognized  on  a time  proportionate  basis. 

Revenue  arising  from  the  application  of  the  approved  tariff  of  charges  is  recognized 
when  the  relevant  service  is  rendered  by  applying  the  relevant  gazetted  tariff.  This 
includes  the  issuing  of  licenses  and  permits. 

Income  for  agency  services  is  recognized  on  a monthly  basis  once  the  income 
coilected  on  behalf  of  agents  has  been  quantified.  The  income  recognized  is  in  terms 
of  an  agency  agreement. 

Finance  income  from  the  saie  of  housing  by  way  of  installment  sales  agreements  or 
finance  leases  is  recognized  on  a time  proportionate  basis. 

Revenue  from  public  contributions  is  recognized  when  all  conditions  associated  with 
the  contribution  have  been  met  or,  where  the  contribution  is  to  finance  property,  plant 
and  equipment,  when  such  item  of  properly,  plant  and  equipment  is  brought  into  use. 

Where  public  contributions  have  been  received  but  the  municipality  has  not  met  the 
condition,  a iiability  is  recognized. 

10.2  Revenue  from  nomexchange  transactions 

Revenue  from  property  rates  is  recognized  when  the  legal  entitlement  to  this  revenue 
arises.  Collection  charges  are  recognized  when  such  amounts  are  legally  enforceable. 
Penalty  interest  on  unpaid  rates  is  recognized  on  a time  proportionate  basis. 

Fines  constitute  both  spot  fines  and  summonses.  Revenue  from  spot  fines  and 
summonses  is  recognized  when  payment  is  received. 

Donations  are  recognized  on  a cash  receipt  basis  or  where  the  donation  is  in  the  form 
of  property,  plant  and  equipment,  when  such  items  of  property,  plant  and  equipment 
are  brought  into  use. 
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uMSHWATHI  MUNICIPALITY 

ACCOUNTING  POLICIES  TO  THE  ANNUAL  FINANCIAL  STATEMENTS 
FOR  THE  YEAR  ENDED  30  JUNE  2013 


Contributed  property,  plant  and  equipment  are  recognized  when  such  items  of 
property,  plant  and  equipment  are  brought  into  use. 

Revenue  from  the  recovery  of  unauthorized,  irreguiar,  fruitiess  and  wasteful 
expenditure  is  based  on  legislated  procedures,  including  those  set  out  in  the  Municipai 
Finance  Management  Act  (Act  No.  56  of  2003)  and  is  recognized  when  the  recovery 
thereof  from  the  responsible  Councillors  or  officials  is  virtually  certain. 

11.  CONDITIONALGRANTANDRECEIPTS 

Revenue  received  from  conditional  grants  and  donations  is  recognized  as  revenue  to 
the  extent  that  the  Municipality  has  complied  with  any  of  the  criteria,  conditions  or 
obligations  embodied  in  the  agreement.  To  the  extent  that  the  criteria,  conditions  or 
obligation  have  not  been  met,  a liability  is  recognized. 

12.  PROVISIONS 

Provisions  are  recognized  when  the  Municipality  has  a present  or  constructive 
obligation  as  a result  of  past  events  and  it  is  probable  that  an  outflow  of  resources 
embodying  economic  benefits  will  be  required  to  settle  the  obligation  and  a reliable 
estimate  of  the  provision  can  be  made.  Provisions  are  reviewed  at  reporting  sheet 
date  and  adjusted  to  reflect  the  current  best  estimate. 

Bank  overdrafts  are  recorded  based  on  the  facility  utilized.  Finance  changes  on  bank 
overdraft  are  expensed  as  incurred. 

13  LEASES 

Leases  for  photocopiers  are  recognised  as  operating  leases  and  the  contractual  lease 
payments  are  recognised  as  expenses  over  the  term  of  the  lease. 

The  hire  purchase  agreement  for  the  mayor’s  vehicle  is  classified  as  a finance  lease 
and  is  recognised  as  an  asset  in  the  statement  of  financial  position  and  the  lessor  is 
disclosed  as  a finance  lease  obiigation. 


14.  IMPAIRWIENT  OF  ASSETS 

14.1  Cash  Generating  Assets 

Cash-generating  assets  are  those  assets  held  by  the  entity  with  the  primary  objective 
of  generating  a commercial  return.  When  an  asset  is  deployed  in  a manner  consistent 
with  that  adopted  by  a profit-orientated  entity,  it  generates  a commercial  return. 
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uWISHWATHI  WIUNICIPALITY 

ACCOUNTING  POLICIES  TO  THE  ANNUAL  FINANCIAL  STATEMENTS 
FOR  THE  YEAR  ENDED  30  JUNE  2013 

Identification 

The  entity  assesses  at  each  reporting  date  whether  there  is  any  indication  that  a cash- 
generating  asset  may  be  impaired.  It  any  such  indication  exists,  the  entity  estimates 
the  recoverable  amount  of  the  asset. 

Recoverabie  amount  of  an  asset  or  a cash-generating  unit  is  the  higher  its  fair  value 
less  costs  to  sell  and  its  value  in  use. 

When  the  carrying  amount  of  a cash-generating  asset  exceeds  its  recoverable 
amount,  it  is  impaired. 

irrespective  of  whether  there  is  any  indication  of  impairment,  the  entity  aiso  tests  a 
cash-generating  intangible  asset  with  an  indefinite  useful  life  or  a cash-generating 
intangible  asset  not  yet  available  for  use  for  impairment  annually  by  comparing  its 
carrylng  amount  with  its  recoverable  amount.  This  impairment  test  is  performed  at  the 
same  time  every  year.  If  an  intangible  asset  was  initiatly  recognised  during  the  current 
reporting  period,  that  intangible  asset  is  tested  for  impairment  before  the  end  of  the 
current  reporting  period. 

Value  in  use 

Value  in  use  of  a cash-generating  asset  is  the  present  value  of  the  estimated  future 
cash  flows  expected  to  be  derived  from  the  continuing  use  of  an  asset  and  from  its 
disposal  at  the  end  of  its  useful  life. 

When  estimating  the  value  in  use  of  an  asset,  the  entity  estimates  the  future  cash 
inflows  and  outflows  to  be  derived  from  continuing  use  of  the  asset  and  from  its 
uitimate  disposal  and  the  entity  applies  the  appropriate  discount  rate  to  those  future 
cash  flows. 

Discount  rate 

The  discount  rate  is  a pre-tax  rate  that  reflects  current  market  assessments  of  the  time 
vatue  of  money,  represented  by  the  current  risk-free  rate  of  interest  and  the  risks 
specific  to  the  asset  for  which  the  future  cash  flow  estimates  have  not  been  adjusted. 

Recognition  and  measurement  (individual  asset) 

If  the  recoverable  amount  of  a cash-generating  asset  is  iess  than  its  carrying  amount, 
the  carrying  amount  of  the  asset  is  reduced  to  its  recoverable  amount.  This  reduction 
is  an  impairment  loss. 

An  impairment  loss  is  charged  againstthe  Revaluation  Reserve. 

After  the  recognition  of  an  impairment  loss,  the  depreciation  (amortisation)  charge  for 
the  cash-generating  asset  is  adjusted  in  future  periods  to  allocate  the  cash-generating 
asset's  revised  carrying  amount,  less  its  residual  value  (if  any),  on  a systematic  basis 
over  its  remaining  useful  life. 
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If  there  is  any  indication  that  an  asset  may  be  impaired,  the  recoverable  amount  is 
estimated  for  the  individual  asset.  If  it  is  not  possibie  to  estimate  the  recoverable 
amount  of  the  individual  asset,  the  entity  determines  the  recoverable  amount  of  the 
cash  generating  unit  to  which  the  asset  belongs  (the  asset's  cash-generating  unit). 

If  an  active  market  exists  for  the  output  produced  by  an  asset  or  group  of  assets,  that 
asset  or  group  of  assets  is  identified  as  a cash-generating  unit,  even  if  some  or  all  of 
the  output  is  used  internally.  if  the  cash  inflows  generated  by  any  asset  or  cash 
generating  unit  are  affected  by  internal  transfer  pricing,  the  entity  use  management's 
best  estimate  of  future  price(s)  that  could  be  achieved  in  arm's  length  transactions  in 
estimating: 

• the  future  cash  inflows  used  to  determine  the  asset's  or  cash-generating 
unit's  value  In  use;  and 

• the  future  cash  outflows  used  to  determine  the  value  in  use  of  any  other 
assets  or  cash-generating  units  that  are  affected  by  the  internal  transfer 
pricing. 

Cash-generating  units  are  identified  consistently  from  period  to  period  for  the  same 
asset  or  types  of  assets,  unless  a change  is  justified. 

The  carrying  amount  of  a cash-generating  unit  is  determined  on  a basis  consistent 
with  the  way  the  recoverable  amount  of  the  cash-generating  unit  is  determined. 

An  impairment  loss  is  recognised  for  a cash-generating  unit  if  the  recoverable  amount 
of  the  unit  is  less  than  the  carrying  amount  of  the  unit.  The  impairment  is  allocated  to 
reduce  the  carrying  amount  of  the  cash-generating  assets  of  the  unit  on  a pro  rata 
basis,  based  on  the  carrying  amount  of  each  asset  in  the  unit.  These  reductions  in 
carrying  amounts  are  treated  as  impairment  losses  on  individual  assets. 

!n  ailocating  an  impairment  loss,  the  entity  does  not  reduce  the  carrying  amount  of  an 
asset  below  the  highest  of: 

• its  fair  value  less  costs  to  sell  (if  determinable); 

• its  value  in  use  (if  determinable);  and 

• zero. 

The  amount  of  the  impairment  loss  that  would  otherwise  have  been  allocated  to  the 
asset  Is  allocated  pro  rata  to  the  other  cash-generating  assets  of  the  unit. 

Where  a non-cash-generating  asset  contributes  to  a cash-generating  unit,  a proportion 
of  the  carrying  amount  of  that  noncash  generating  asset  is  aliocated  to  the  carrying 
amount  of  the  cash-generating  unit  prior  to  estimation  of  the  recoverabie  amount  of 
the  cash-generating  unit. 
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Reversal  of  an  impairment  loss 

The  entity  assesses  at  each  reporting  date  whether  there  is  any  indication  that  an 
impairment  loss  recognised  in  prior  periods  for  a cash-generating  asset  may  no  ionger 
exist  or  may  have  decreased.  If  any  such  indication  exists,  the  entity  estimates  the 
recoverabie  amount  of  that  asset. 

An  impairment  loss  recognised  in  prior  periods  for  a cash-generating  asset  is  reversed 
if  there  has  been  a change  in  the  estimates  used  to  determine  the  asset’s  recoverable 
amount  since  the  last  impairment  ioss  was  recognised.  The  carrying  amount  of  the 
asset  is  increased  to  its  recoverable  amount.  The  increase  is  a reversal  of  an 
impairment  loss.  The  increased  carrying  amount  of  an  asset  attributable  to  a reversal 
of  an  impairment  loss  does  not  exceed  the  carrying  amount  that  would  have  been 
determined  (net  of  depreciation  or  amortisation)  had  no  impairment  loss  been 
recognised  for  the  asset  in  prior  periods. 

A reversal  of  an  impairment  loss  for  a cash-generating  asset  is  recognised  against  the 
Revaluation  Reserve. 

After  a reversal  of  an  impairment  loss  is  recognised,  the  depreciation  (amortisation) 
charge  for  the  cash-generating  asset  is  adjusted  in  future  periods  to  allocate  the  cash- 
generating  asset's  revised  carrying  amount,  less  its  residual  value  (if  any),  on  a 
systematic  basis  over  its  remaining  useful  life. 

A reversal  of  an  impairment  loss  for  a cash-generating  unit  is  allocated  to  the  cash- 
generating  assets  of  the  unit  pro  rata  with  the  carrying  amounts  of  those  assets. 
These  increases  in  carrying  amounts  are  treated  as  reversals  of  impairment  losses  for 
individual  assets.  No  part  of  the  amount  of  such  a reversal  is  allocated  to  a non-cash- 
generating  asset  contributing  service  potential  to  a cash-generating  unit. 

In  allocating  a reversal  of  an  impairment  loss  for  a cash-generating  unit,  the  carrying 
amount  of  an  asset  is  not  increased  above  the  lower  of: 

• its  recoverable  amount  (if  determinable);  and 

• the  carrying  amount  that  would  have  been  determined  (net  of  amortisation 
or  depreciation)  had  no  impairment  loss  been  recognised  for  the  asset  in 
prior  periods. 

• The  amount  of  the  reversal  of  the  impairment  loss  that  would  otherwise 
have  been  allocated  to  the  asset  is  allocated  pro  rata  to  the  other  assets  of 
the  unit. 

Re-designation 

The  re-designation  of  assets  from  a cash-generating  asset  to  a non-cash-generating 
asset  or  from  a non-cash-generating  asset  to  a cash-generating  asset  only  occur 
when  there  is  clear  evidence  that  such  a re-designation  is  appropriate. 
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Non-Cash-Generating  Assets 

Cash-generating  assets  are  those  assets  held  by  the  entity  with  the  primary  objective 
of  generating  a commercial  return.  When  an  asset  is  deployed  in  a manner  consistent 
with  that  adopted  by  a profit-orientated  entity,  it  generates  a commercial  return. 

Non-cash-generating  assets  are  assets  other  than  cash-generating  assets. 

Identification 

The  entity  assesses  at  each  reporting  date  whether  there  is  any  indication  that  a non- 
cash-generating  asset  may  be  impaired.  If  any  such  indication  exists,  the  entity 
estimates  the  recoverable  service  amount  of  the  asset. 

Recoverable  service  amount  is  the  hlgher  of  a non-cash-generating  asset’s  fair  value 
less  costs  to  sell  and  its  value  in  use. 

When  the  carrying  amount  of  a non-cash-generating  asset  exceeds  its  recoverabie 
service  amount.  it  is  impaired. 

Irrespective  of  whether  there  is  any  indication  of  impairment,  the  entity  also  tests  a 
non-cash-generating  intangible  asset  with  an  indefinite  useful  life  or  a non-cash- 
generating  intangible  asset  not  yet  available  for  use  for  impairment  annually  by 
comparing  its  carrying  amount  wilh  its  recoverable  service  amount.  This  impairment 
test  is  performed  at  the  same  time  every  year.  If  an  intangible  asset  was  Initlally 
recognised  during  the  current  reporting  period,  that  intangible  asset  is  tested  for 
impairment  before  the  end  of  the  current  reporting  period. 

Value  in  use 

Value  in  use  of  an  asset  is  the  present  value  ofthe  asset’s  remaining  service  potential. 

The  present  value  of  the  remaining  service  potential  of  an  asset  is  determined  using 
the  following  approaches: 

Depreciated  replaceinent  cost  approach 

The  present  value  of  the  remaining  service  potential  of  a non-cash-generating  asset  is 
determined  as  the  depreciated  replacement  cost  of  the  asset.  The  replacement  cost  of 
an  asset  is  the  cost  to  replace  the  asset’s  gross  service  potential.  This  cost  is 
depreciated  to  reflect  the  asset  in  its  used  condition.  An  asset  may  be  replaced  either 
through  reproduction  (replication)  of  the  existing  asset  or  through  repiacement  of  its 
gross  service  potential.  The  depreciated  replacement  cost  is  measured  as  the 
reproduction  or  replacement  cost  of  the  asset,  whichever  is  lower,  iess  accumulated 
depreciation  calculated  on  the  basis  of  such  cost,  to  reflect  the  already  consumed  or 
expired  service  potential  of  the  asset. 

The  replacement  cost  and  reproduction  cost  of  an  asset  is  determined  on  an 
“optimised”  basis.  The  rationale  is  that  the  entity  would  not  repiace  or  reproduce  the 
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asset  with  a like  asset  if  the  asset  to  be  replaced  or  reproduced  is  an  overdesigned  or 
overcapacity  asset.  Overdesigned  assets  contain  features  which  are  unnecessary  for 
the  goods  or  services  the  asset  provides.  Overcapacity  assets  are  assets  that  have  a 
greater  capacity  than  is  necessary  to  meet  the  demand  for  goods  or  services  the  asset 
provides.  The  determination  of  the  replacement  cost  or  reproduction  cost  of  an  asset 
on  an  optimised  basis  thus  reflects  the  service  potential  required  of  the  asset. 

Restoration  costapproach 

Restoration  cost  is  the  cost  of  restoring  the  service  potential  of  an  asset  to  its  pre- 
impaired  level.  The  present  value  of  the  remaining  service  potentiai  of  the  asset  is 
determined  by  subtracting  the  estimated  restoration  cost  of  the  asset  from  the  current 
cost  of  replacing  the  remaining  service  potential  of  the  asset  before  impairment.  The 
latter  cost  is  determined  as  the  depreciated  reproduction  or  replacement  cost  of  the 
asset,  whichever  is  lower. 

Recognition  and  measurement 

If  the  recoverable  service  amount  of  a non-cash-generating  asset  is  less  than  its 
carrying  amount,  the  carrying  amount  of  the  asset  is  reduced  to  its  recoverable  service 
amount.  This  reduction  is  an  impairment  loss. 

An  impairment  loss  is  recognised  immediately  in  surplus  or  deficit. 

After  the  recognition  of  an  impairment  loss,  the  depreciation  (amortisation)  charge  for 
the  non-cash-generating  asset  is  adjusted  in  future  periods  to  allocate  the  non-cash- 
generating  asset’s  revised  carrying  amount,  iess  its  residual  value  (if  any),  on  a 
systematic  basis  over  its  remaining  useful  life. 

Reversal  of  an  impairment  loss 

The  entity  assesses  at  each  reporting  date  whelher  there  is  any  indication  that  an 
impairment  loss  recognised  in  prior  periods  for  a non-cash-generating  asset  may  no 
longer  exist  or  may  have  decreased.  If  any  such  indication  exists,  the  entity  estimates 
the  recoverable  service  amount  of  that  asset. 

An  Impairment  loss  recognised  in  prior  periods  for  a non-cash-generating  asset  is 
reversed  if  there  has  been  a change  in  the  estimates  used  to  determine  the  asset’s 
recoverable  service  amount  since  the  last  impairment  ioss  was  recognised.  The 
carrying  amount  of  the  asset  Is  increased  to  its  recoverable  service  amount.  The 
increase  is  a reversal  of  an  impairment  loss,  The  increased  carrying  amount  of  an 
asset  attributable  to  a reversal  of  an  impairment  loss  does  not  exceed  the  carrying 
amount  that  would  have  been  determined  (net  of  depreciation  or  amortisation)  had  no 
impairment  loss  been  recognised  forthe  asset  in  prior  periods. 

A reversal  of  an  impairment  loss  for  a non-cash-generating  asset  is  recognised 
immediateiy  in  surplus  or  deficit. 
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After  a reversal  of  an  impairment  loss  is  recognised,  the  depreciation  (amortisation) 
charge  for  the  non-cash-generating  asset  is  adjusted  in  future  periods  to  aliocate  the 
non-cash-generating  asset’s  revised  carrying  amount,  less  its  residual  value  (if  any), 
on  a systematic  basis  over  its  remaining  usefui  life. 

Re-designation 

The  re-designation  of  assets  from  a cash-generating  asset  to  a non-cash-generating 
asset  or  from  a non-cash-generating  asset  to  a cash-generating  asset  only  occur 
when  there  is  clear  evidence  that  such  a re-designation  is  appropriate. 

15.  EMPLOYEE  BENEFITS 

15.1  Short-term  employee  benefits 

Short-term  employee  benefits  are  employee  benefits  (other  than  termination  benefits) 
that  are  due  to  be  settled  within  twelve  months  after  the  end  of  the  period  in  which  the 
employees  render  the  related  service. 

Short-term  employee  benefits  include  items  such  as: 

• wages,  salaries  and  social  security  contributions; 

• short-term  compensated  absences  (such  as  paid  annua!  leave  and  paid  sick 
leave)  where  the  compensation  for  the  absences  is  due  to  be  settled  within 
twelve  months  after  the  end  of  the  reporting  period  in  which  the  employees 
render  the  related  employee  service; 

• bonus,  incentive  and  performance  related  payments  payabie  within  twelve 
months  after  the  end  of  the  reporting  period  in  which  the  employees  render 
the  related  service;  and 

• non-monetary  benefits  (for  example,  medical  care,  and  free  or  subsidised 
goods  or  services  such  as  housing,  cars  and  cell  phones)  for  current 
empioyees. 

When  an  employee  has  rendered  service  to  the  entity  duhng  a reporting  period,  the 
entity  recognises  the  undiscounted  amount  of  short-term  employee  benefits  expected 
to  be  paid  in  exchange  for  that  service: 

• as  a liabiiity  (accrued  expense),  after  deducting  any  amount  already  paid.  If 
the  amount  already  paid  exceeds  the  undiscounted  amount  of  the  benefits, 
the  entity  recognise  that  excess  as  an  asset  (prepaid  expense)  to  the  extent 
that  the  prepayment  will  lead  to,  for  example,  a reduction  in  future  payments 
or  a cash  refund;  and 

• as  an  expense,  uniess  another  Standard  requires  or  permits  the  inclusion  of 
the  benefits  in  the  cost  of  an  asset. 

The  expected  cost  of  compensated  absences  is  recognised  as  an  expense  as  the 
employees  render  services  that  increase  their  entitlement  or,  in  the  case  of  non- 
accumulating  absences,  when  the  absence  occurs.  The  entity  measures  the  expected 
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cost  of  accumulating  compensated  absences  as  the  additional  amount  that  the  entity 
expects  to  pay  as  a result  of  the  unused  entitlement  that  has  accumulated  at  the 
reporting  date. 

The  entity  recognises  the  expected  cost  of  bonus;  incentive  and  performance  related 
payments  when  the  entity  has  a present  legal  or  constructive  obligation  to  make  such 
payments  as  a result  of  past  events  and  a reliable  estimate  of  the  obligation  can  be 
made.  A present  obligation  exists  when  the  entity  has  no  realistic  alternative  but  to 
make  the  payments. 

15.2  Post-employment  benefits:  Defined  contribution  plans 
When  an  employee  has  rendered  service  to  the  entity  during  a reporting  period,  the 
entity  recognises  the  contribution  payable  to  a defined  contribution  plan  in  exchange 
for  that  service: 

• as  a liability  (accrued  expense),  after  deducting  any  contribution  aiready 
paid.  If  the  contribution  already  paid  exceeds  the  contribution  due  for 
service  before  the  reporting  date,  an  entity  recognise  that  excess  as  an 
asset  (prepaid  expense)  to  the  extent  that  the  prepayment  will  lead  to,  for 
example.  a reduction  in  future  payments  or  a cash  refund;  and 

• as  an  expense,  unless  another  Standard  requires  or  permits  the  inclusion  of 
the  contribution  in  the  cost  of  an  asset. 

16.  UNAUTHORISED  EXPENDITURE 

Unauthorised  expenditure  is  expenditure  that  has  not  been  budgeted,  expenditure  that 
is  not  in  terms  of  the  conditions  of  an  allocation  received  from  another  sphere  of 
government,  municipality  or  organ  of  state  and  expenditure  in  the  form  of  a grant  that 
is  not  permitted  in  terms  of  the  Municipal  Finance  Management  Act  (Act  No.  56  of 
2003),  Unauthorised  expenditure  is  accounted  for  as  an  expense  in  the  Statement  of 
Financial  Performance  and  where  recovered,  it  is  subsequently  accounted  for  as 
revenue  in  the  Statement  of  Flnanciai  Performance. 

17.  IRREGULAR  EXPENDITURE 

Irregular  expenditure  is  expenditure  that  is  contrary  to  the  Municipal  Finance 
Management  Act  (Act  No  56  of  2003),  the  Municipal  System  Act  (Act  No.  32  2000), 
the  Public  Office  Bearers  Act  (Act  No.  20  of  1998)  or  is  in  contravention  of  the 
Municipality's  supply  chain  managernent  policy.  Irregular  expenditure  exciudes 
unauthorised  expenditure.  Irregular  expenditure  is  accounted  for  as  expenditure  in  the 
Statement  of  Financia!  Performance  and  where  recovered,  it  is  subsequentiy 
accounted  for  as  revenue  in  the  Statement  of  Financial  Performance. 

18.  FRUITLESS  AND  WASTEFUL  EXPENDITURE 

Fruitiess  and  wasteful  expenditure  is  expenditure  that  was  made  in  vain  and  could 
have  been  avoided  had  reasonable  care  been  exercised.  Fruitless  and  wasteful 
expenditure  is  accounted  for  as  expenditure  in  the  Statement  of  Financial 
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Performance  and  where  recovered,  it  is  subsequently  accounted  for  as  revenue  in  the 
Statement  of  Financia!  Performance. 

19.  COMPARATIVE  INFORMATION 

19.1  Current  Year  Comparatives 

Budgeted  amounts  have  been  included  in  the  annual  financial  statements  for  the 
current  and  previous  financial  years 


19.2  Prior  Year  Comparatives 

When  the  presentation  or  classification  of  items  in  the  annual  financial  statements  is 
amended,  prior  period  comparative  amounts  are  reclassified. 

20.  RELATED  PARTIES 

The  municipality  operates  in  an  economic  sector  currently  dominated  by  entities 
directly  or  indirectly  owned  by  the  South  African  Government.  As  a consequence  of 
the  constitutional  independence  of  the  three  spheres  of  government  in  South  Africa, 
only  entities  within  the  national  sphere  of  government  are  considered  to  be  related 
parties. 

Key  management  are  those  persons  responsible  for  planning,  directing  and  controlling 
the  activities  of  the  entity,  including  those  charged  with  the  governance  of  the  entity  in 
accordance  with  legislation,  in  instances  where  they  are  required  to  perform  such 
functions, 

Close  members  of  the  family  of  a person  are  considered  to  be  those  family  members 
who  may  be  expected  to  influence,  or  be  influenced  by,  that  management  in  their 
dealings  with  the  entity. 

Only  transactions  with  related  parties  where  the  transactions  are  not  concluded  within 
normal  operating  procedures  or  on  terms  that  are  not  no  more  or  no  less  favorable 
than  the  terms  it  would  use  to  conclude  transactions  with  another  entity  or  person  are 
disclosed. 
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Note  2013  2012 

R R 


ASSETS 


Non  > current  assets 

117,205,242 

97,134,660 

Property , plant  and  equipment 

6 i 

117,205,242 

97,134,660 

Intangible  Assets 

7 i 

0 

0 

Current  assets 

Receivables:  Non-Exchange  Transactions 

Receivables:  Exchange  Transactions 

Other  debtors 

Value  added  tax 

Cail  investment  deposits 

Bank  balances  and  cash 

Total  Assets 

Non  • current  liabilities 
Long  term  liabilities 
Finance  Lease  Obllgation 

Current  llabllltles 
Credltors 

Current  portion  of  Finance  Lease  Obligation 
Unspent  conditional  grants  and  receipts 
Current  portion  of  long  term  liabilities 

Totat  Llablfitles 

Net  Assets 


54,532.677  44.263,494 


8 

26,078,523 

20,774,422 

8 

18,099,019 

11,605,740 

11 

2,877,131 

2,326.754 

6 

1,573,101 

341,033 

10 

5,472,448 

8,623,989 

11/21 

432,454 

591,556 

171,737,919  141,398,154 


25,593,590  29,931,346 


146,144,329  111,466.808 


NETASSETS 


Net  assets  146.144,329  111,466,808 


Housing  Development  Fund 

1 

2,823.670 

2.879.277 

Revaluation  Reserve 

4,614,902 

4,614,902 

Accumulated  surplus 

138,705,757 

103,972.629 

146,144,329  111,466,808 
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uMSHWATHI  LOCAL  MUNICIPALITY 
STATEMENT  OF  FINANCIAL  PERFORMANCE 
FOR  THE  YEAR  ENDED  30  JUNE  2013 


BUDGET 


ACTUAL 


2012 

2013  REVENUE 

Note 

2013 

2012 

R 

R 

R 

R 

Revenue  from  Non-Exchange  Transactlons 

11,780,000 

15,230,000  Property  rates 

12 

15,562,302 

9,352,617 

890,000 

800,000  Property  rates  - penalties  imposed  and  collection  charges 

1,048,502 

873.068 

300,000 

800,000  interest  earned  - externa!  inveslments 

795,711 

571,138 

6,500,000 

7,000,000  interest  earned  - outstanding  debtors 

7,563,583 

7,455,037 

101,000 

101,000  Fines 

46,910 

41,280 

51,470,000 

58,403,000  Government  grants  and  subsidies 

14 

58,061,000 

51,830,073 

Capital  Funding 

18,404,000 

18,563,285 

71,041,000 

82,334,000 

101.482.008 

88.686,498 

Revenue  from  ExchangeTransactlons 

1,450,000 

1,700,000  Service  charges 

13 

1,649,791 

1,480,958 

140,000 

145,000  Rentai  of  facilities  and  equipmenl 

172,800 

162,434 

1,825,000 

1,900,000  Income  for  agency  services 

2,225,764 

1,876,463 

192,600 

640,500  Otherincome 

15 

333,255 

263.417 

Saie  of  Assets 

0 

227,492 

3,607,500 

4,385.500 

4.381,610 

4.000.764 

74,648,500 

86,719,500  Total  Revenue 

105,863,617 

92,687,262 

EXPENDITURE 

29,615,514 

31,299,500  Employee  related  costs 

16 

29,692,079 

26,516,768 

5,897,486 

7,766,000  Remuneration  of  Councillors 

17 

6,298,071 

6,249,538 

Bad  debts 

100,000 

100,000  Collection  costs 

0 

61,600 

Amortisation  of  Intangible  Assets 

0 

80,461 

6,500,000 

7,500,000  Depreciaiion 

5,498,517 

6,540,321 

6,684,000 

6,208,000  Repairs  and  maintenance 

3,851,107 

2,279,263 

2,500,000 

2,300,000  Inlerest  paid 

18 

2,181,478 

2,704,115 

150,000 

75,000  Conlracted  services 

153,131 

32,674 

21,051,500 

21,516,000  General  expenses 

23.7 

22,747,650 

19,360,128 

150,000 

200,000  Conlribution  to  Reserves 

928,771 

927,916 

2,000,000 

9,765,000  Contribution  toCapilal 

0 

0 

74,648.500  86,719,500  Total  Expenditure  71,348,804  64,752,784 

- Surplus/{Deflcit)  for  the  year  __34^514j814__27j934^47^ 


Referto  Appendix  E .1  for  explanation  of  variances 


19 


uMSHWATHI  LOCAL  IWUNICIPALITY 


STATEMENT  OF  CHANGES  IN  NET  ASSETS  FORTHE  YEAR  ENDED  30  JUNE  2013 


Housing 

Revaluation 

Accumulated 

Total 

Deveiopment 

Reserve 

Surplus 

Fund 

R 

R 

R 

R 

Balance  as  per  30  June  2011 

2,899,376 

4,619,502 

78,105,915 

85,624,793 

Surplus  (deficit)  for  the  year 

(20,099) 

- 

27,934,478 

27.914,379 

Prior  Year  Adjustment 

- 

(4,600) 

18,046 

13,446 

Original  Balance  as  at  30  June  2012 

2,879,277 

4,614,902 

106,058,438 

113,552,617 

Adjustment  for  Prior  Year  Adjustments 

(2,085,809) 

(2,085,809) 

Restated  Baiance  as  at  30  June  2012 

2,879,277 

4,614,902 

103,972,629 

111,466,808 

Surplus  (deficit)  for  the  year 

(55,607) 

- 

34,514,814 

34,459,207 

Prlor  Year  Adjustment 

- 

- 

- 

- 

Oid  Suspense  accounts  reverse  to  Revenue 

218,314 

218,314 

Balance  as  at  30  June  30  June  2013 

2,823,670 

4,614,902 

138,705,757 

146,144,329 
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uMSHWATHI  LOCAL  MUNICIPALITY 
CASH  FLOW  STATEMENT  FOR  THE  YEAR  ENDED  30  JUNE  2013 


CASH  FLOW  FROM  OPERATING  ACTIVITIES 

Recelpts 

Note 

2013 

R 

2012 

R 

Sales  of  Goods  and  Services 

15,023,080 

9,933,317 

Gra?its 

57,942.857 

51,830,073 

Interest  Received 

795,711 

571,138 

Other  Receipts 

Payments 

18,404,000 

92,165.648 

28,525,837 

90,860,365 

Employee  Costs 

35,988,150 

32,766,306 

Suppliers 

30,522,287 

25,736,832 

Interest  Paid 

2,134,019 

2,704,115 

Other  Payments 

0 

68,644,456 

3,639,600 

64,846,853 

NET  CASH  FROM  OPERATING  ACTIVITIES 

23,521,192 

26,013,512 

CASH  FLOWS  FROM  INVESTING  ACTiVITIES 

Purchase  of  property.piant  and  equipment 

(25.569,099) 

(16,510,110) 

Proceeds  on  disposal  of  property.plant  and  equipment 

- 

227,492 

Proceeds  from  investments 

3,151,541 

(4,951,448) 

NET  CASH  FROM  INVESTING  ACTIVITIES 

(22,417,568) 

(21,234,066) 

CASH  FLOWS  FROM  FROM  FINANCING  ACTIVITIES 

Repayment  of  external  loans 

(1,120,127) 

(4,511,535) 

Repayment  of  finance  lease  obligations 

Increase  (decrease ) in  short  term  loans 

(142.610) 

" 

NET  CASH  FROM  FiNANCING  ACTIVITIES 

(1.262,737) 

(4,611,535) 

NET  INCREASE  (DECREASE  ) IN  CASH  AND  CASH  EQUIVALENTS 

(159,103) 

267,911 

Cash  and  cash  equivalents  at  the  beginning  of  the  year 

591,556 

323,645 

Cash  and  cash  equivalenls  al  the  end  of  the  year 

432,453 

(159,103) 

591,556 

267,911 
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uMSHWATHI  LOCAL  MUNICIPALITY 

NOTES  TO  THE  FINANCIALSTATEMENTSFORTHEYEARENDED  30  JUNE  2013 

2013  2012 

R R 

1 HOUSINGDEVELOPMENTFUNO 

Housing  Development  Fund 
Unapproprialed  Surplus 


Loans  extingulshed  by  Government  on  t April  1998 

2,823,670 

2,879,277 

2.823,670 

2,879,277 

The  Houslng  Oevelopment  Fund  Is  represented  by  the  following  assels  and  fiaU&ttes 

Houslng  selling  scheme  losns  ( see  nole  13 ) 

0 

0 

Housing  renlal  and  Inslalmenl  debtors  ( see  nole  15 ) 

1,824,757 

1,799,083 

Debtofs  - Departmenl  of  Housing 

165,332 

165,332 

Bankandcash 

833,582 

914.862 

Sub  - lotal 

Credilors 

2.823,670 

2,879,277 

Total  Hooslng  Development  Fund  Assels  and  Llat«ri1ies 

2 LONG  TERM  LIABILITIES 

2,823,670 

2,879,277 

Capitalised  lease  liabllily 

Extemal  loans 

21,759,394 

22,879.520 

21,759,394 

22,879,520 

Less  current  portion  Iransferred  lo  currenl  liabilities 

-4,464,416 

-2.725.713 

Exiernal  loans  are  made  up  of  loans  from  the  Development  Bank  of  SA  and  First  National  Bank  as  detailed  in  Appendix  A 

Finance  Lease  Obllgatlon 

Minimum  Lease  Paymenl  Due 

17,294,978 

20,153,807 

- wilhln  1 year 

167,419 

165,959 

- tvilhin  2nd  and  5th  year  industve 

472,267 

623.836 

629,676 

779,797 

Less  fulure  finance  costs 

(116,971) 

(170.942) 

Present  Value  of  mlnlmum  lease  payments 

513,705 

608.855 

• withln  1 year 

128,426 

121,771 

• withln  2nd  and  5th  year  inclustve 

365,279 

487.084 

Tho  lease  tenn  Is  5 years.  The  finance  chsrges  is  recognlsed  a$  an  expense  in  ihe  slatement  of  financiat  performance. 

The  leased  assel,  9ie  Jeep  Grand  Cherokee,  Is  inctuded  In  Property  Planl  and  equtpmenl  In  Nole  6 

513.705 

606.655 

Net  Long  Term  Llabllllles 

Extemal  Loans 

17,294,978 

20,163,807 

Flnance  Lease  Obligation 

385.278 

487,084 

17.680.257 

20.840.891 

3 CREDITORS 

Trade  crodltors 

1,333,926 

1,241,282 

Slaffleave 

1,619,477 

1,371,005 

VAT  provtslon 

159,356 

92,508 

Payments  In  advance 

0 

165,504 

Rotention  payable 

0 

103,898 

NatJonal  Loltery 

163,667 

1,183,700 

Deposlts  other 

0 

3,304 

Othercreditors 

44,173 

77,818 

PrforYearAdjuslment 

2,085,809 

3.320.491 

6.324.826 

4 UNSPENT  CONDITIONAL  GRANTS  ANO  RECEIPTS 

4.1  CondiUonal  grants  from  olherspheres  of  govemmenl 

0 

118,143 

Tolal  condillonal  grants  and  recelpts 

0 

118.143 

MIG 

Openlng  Galance 

0 

0 

Received  During  Ihe  year 

18,404,000 

15,171,000 

Expended  During  the  year 

-18,404,000 

-15.171.000 

Closlng  BalarKe 

0 

0 

FMG 

Opening  Salance 

0 

342,186 

Received  During  Ihe  year 

1,500,000 

1,500,000 

Expended  During  Ihe  year 

-1,500,000 

-1,842.186 

Closlng  Balance 

0 

0 

MSIG 

Opening  Balance 

0 

66,811 

Received  During  Ihe  year 

800,000 

790,000 

Expended  During  Ihe  year 

-800,000 

-856,811 

Closlng  Balance 

0 

0 
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uMSKWATHl  LOCAL  MUNICIPALiTY 

NOTES  TO  THE  FINANCIALSTATEMENTS  FORTHE  YEAR  ENDED  30  JUNE  2013 


2013 

2012 

R 

R 

OoE  Funding 

Opening  Baiance 

0 

3,392,285 

Received  Ouring  tfie  year 

0 

0 

Expended  During  Uieyear 

0 

-3,392,285 

Closlng  Balance 

0 

0 

Generai  Granl 

Opening  Balance 

58,025 

58,025 

Received  During  Ihe  year 

0 

0 

Expended  During  the  year 

-58,025 

0 

Cioslng  Bslance 

0 

58,025 

Housing  Plan 

Opening  Batance 

60,118 

66,901 

Received  During  the  year 

0 

0 

Expended  During  the  year 

-60,118 

•6,783 

Ciosing  Baiance 

0 

60,118 

5 VAT 

1,673,101 

341.033 

VAT  refundable 

1.573.101 

341,033 

VAT  is  payaWa  on  Ihe  receipls  basis 
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uMSHWATHI  LOCAL  MUNICIPALITY 

NOTES  TO  THE  FINANCIAL  STATEMENTS  FOR  THE  YEAR  ENDED  30  JUNE  2013 

2013  2012 

R R 

6 PROPERTY.PLANTANDEQUIPMENT 
30-Jun-2013 


Recondliatlon  of  carrying  value 

Land  and 

Infrastr- 

Furnilure  & 

Vehlcles 

Machinery& 

Total 

Bulldings 

ucture 

Equfpment 

Tools 

Carrying  valueal  1 July2012 

Cosl 

53.801,179 

69,416.980 

3,343,417 

2,194,717 

831,792 

129,588,035 

Revaluallon 

5,563.446 

600,029 

(665,622) 

. 

5,497,853 

Accumulaled  depreclation 

-Cost 

(6.261.184) 

(28,418,104) 

(2,094,080) 

(1,400,086) 

-660,773 

(38,834,229) 

- Revaluation 

f1.241.195) 

1.884.833 

239.313 

- 

882,951 

51.862.246 

43.483.738 

823.028 

794,629 

171.019 

97,134,660 

Acquisitions 

228,992 

1,666.274 

700.204 

4,512,979 

32,475 

7,140,925 

Capital  under  construction 

9.202,687 

9.225,487 

18,428,174 

Dlsposal:  Cost 

Disposal:  Ocpreclation 

Depreciation 

-basedoncost 

(1.909,375) 

(2,538.271) 

(357,640) 

(620,980) 

(72,250) 

(5,498,517) 

- based  on  revaluation 

Carr^ng  value  of  disposals 

Cost/revaluation 

. 

Accumulated  depreclation 

- 

- 

Carrylng  value  at  30  JUNE  2013 

Cost 

63.232.857 

80.308.741 

4,043,621 

6,707,696 

864,267 

155,157,183 

Revaiualion 

5.563.44B 

600,029 

(665.622) 

5,497,653 

Accumulaled  depredation 

• Cost 

(8.170.559) 

(30.958.375) 

(2.451,720) 

(2,021,068) 

-733,023 

(44,332,746) 

- Revaluallon 

(1.241.195) 

t.884.633 

239.313 

. 

6S2.9S1 

59.384.549 

51.837.228 

1.165.592 

4.668.628 

131,244 

117,205.242 

Recondliation  of  carrying  value 

Land  and 

Ittfraslr- 

Furniture  & 

Vehicles 

Machlnerya. 

Total 

Buildlngs 

uclure 

Equlpment 

Toois 

Carrylng  vaiue  at  1 July  201 1 

Cost 

44.994.272 

62.718.807 

3,171.886 

3,298.223 

639,446 

114,820,644 

Revaluation 

5.563,446 

600.029 

(665,622) 

. 

5,497,853 

Accumulated  depredation 

. 

-Cost 

(4,654.658) 

(24,100.907) 

(1,941,878) 

(2,552.515) 

-517,436 

(33,767,394) 

• Revaluadon 

(1.241.195) 

1.884.833 

239.313 

- 

682.951 

44,661,665 

41.102.762 

803,709 

743,708 

122,010 

87,434,054 

AcquisiUons 

1,404.096 

6.698.173 

171,521 

641,162 

192,346 

9,107,298 

Capilal  underconstructlon 

7.402.811 

7.402,811 

Revaluation:  Cost 

Revaluation:  Depreclation 

Depreclal'on 

• based  on  cost 

(1.606.526) 

(4,317,197) 

(152,202) 

(344,109) 

-143,337 

(6,583,371) 

• based  on  revaluation 

Carrylng  value  of  dlsposals 

Cost/revalualion 

(1.742,666) 

(1,742,668) 

Accumulated  depredatlon 

1,496,536 

1,496,536 

Carrying  valua  at30  JUNE  2012 

Cost 

53.801.179 

69.416.980 

3.343,417 

2.194.717 

831,792 

129,568,085 

Revaluation 

5.563,446 

600,029 

(665,622) 

. 

. 

5,497,853 

Accumulated  depredation 

- Cost 

(6,261.184) 

(28.418.104) 

(2,094,080) 

(1,400,088) 

(660,773) 

(36,834,229) 

- Revaluation 

(1.241.195) 

1,884,833 

239.313 

- 

. 

882.951 

51.862.246 

43.483.736 

823.028 

794,629 

171.019 

97,134,660 

Refer  to  Appenijix  B for  more  delail  on  property.planf  and  equlpmenl 


Assets  UnderConsiructlon: 


Office  Exlension 

501,260 

94,664 

Thusong  Centre 

6,138,620 

5,015,328 

Slaff  Fadlilies 

470,902 

1,772,111 

Thokozane  Creche 

123,533 

520,708 

0708 

947,825 

0 

Oumela  Gridge 

137,397 

0 

D1006 

201,741 

0 

D599 

751,199 

0 

Rehablilation  of  Trust  Feed  Road 

2,601,757 

0 

Construclion  ol  Shalkenl  Road 

491,235 

0 

Gqugquma  Road 

130,806 

0 

Conslruction  of  Kwantanzi  Rd 

799,539 

0 

Upgrade  of  New  Hanover  Exl  Roads 

784,398 

0 

Rehablitation  of  Thokozane  Road 

1,165,220 

0 

Upgrading  of  Efaya  Road 

1,194,370 

0 

Cool  Air  Sports  Field 

1,177,005 

0 

Mpoiv/eni  Spoils  Track 

791,366 

0 

18.428.174 

7,402.811 
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uMSHVVATHt  LOCAL  MUNICIPALITY 

NOTES  TO  THE  FINANCIAL  STATEMENTS  FOR  THE  YE/y?  ENOED  30  JUNE  2013 

2013  2012 

R R 

7 INTANGIBLEASSETS 
Softivare  Llcences  and  LAN  Nehvork 


Cost 

321,844 

321,844 

Amoflisation 

-321,844 

-321,844 

Carrying  Amount 

0 

0 

The  softv/are  and  nehvorfc  Is  being  amortised  over  5 years  being  ils  useful  life 

8 CONSUMEROEBTORS 

Balances  at  30  Juno  2013 

Gross 

Provlsion  for 

Net 

balance 

doublfuldcbts 

balance 

Receivables  from  Exchange  Transactions 

Service  deblors 

2,572,763 

-1,300,418 

1,272,365 

Housing 

566,252 

566.252 

Sundry  (Inlerest) 

27,982,970 

-11,722,567 

16,260,403 

31,122,005 

(13,022,965) 

18,099,019 

Recelvables  from  Non-Exchange  Transactlons 

Rales 

26,078,523 

0 

26,078,523 

Totat 

57,200,528 

(13,022,965) 

44,177,642 

Ageing 

Curent  ( 0 • 30  c 31  • 60  days 

61  <o  90  days 

91  - 120  days  121  days  and  over 

Rcceivables  from  Non-Exchango  Transactions 

Rates  2.569.262  1.610.644 

Receivablcs  from  Exchango  Transactions 

1,300.983 

1,160,293 

19,447,321 

26,078,523 

Refuse  Services  and  olher  697 .559  926,876 

893,126 

856,339 

27.748,104 

31,122,005 

67.200.528 

Gross 

Provlsion  for 

Not 

Balances  at30  June  2012 

Recelvables  from  Exchange  Transactlons 

balance 

doubtful  debts 

balance 

Sorvlce  deblors 

2,004,032 

■1,300,418 

703,614 

Houslng 

616,546 

616,546 

Other 

22,008,147 

•11.722.667 

10.285.560 

24,626,72$ 

(13,022,986) 

11,605,740 

Recelvables  from  Non*Exchange  Transacllons 

Retes 

20.774.422 

0 

20.774.422 

Totai 

46,403.147 

(13.022.98$) 

32.360.162 

Agelng 

Curent  1 0 • 30  < 31  • 60  <lay$ 

61  lo9i)<jays 

91  -120  days121  daysandover 

Recoivables  from  Non-Exchange  Transacilons 

Rates  1.502.979  883.198 

Roceivables  from  Exchange  Transactions 

795.631 

741,616 

16,850,999 

20,774,423 

Refuse  Servlces  and  other  756.234  716.443 

694.345 

676,564 

21,785,138 

24,628,724 

— 

45.403.147 

The  canying  value  of  deblors  1$  assumed  to  approximale  il$  fa=r  vatue  strtce  Interest  is  charged  on  accounls  once  gona  Into  arreaars. 

An  esUmale  is  made  of  doubtful  debts  based  on  a (eview  of  all  outstanding  debtors  at  year  end.  The  current  pro\hslon  is  considered 

Is  considered  adequate  since  the  bulk  of  ihe  debtors  are  rales  deblors  and  Covemmenl  Departmenls.  Debtors  have  nol  been  discounted 

sincelnlerest  Ischarged  on  arrearbalalnccs  on  a monlhly  basis. 

Impairmertt  loss  on  debtors  is  recognised  in  ftie  Stalement  of  Financial  Performance  vrhen  there  is  objeclrve  evidence  that  it  Is  impaired, 

The  crcdil  quslity  of  Irade  and  other  recelvables  thal  are  neither  pasl  nor  due  nor  Impalred  can  be  assesserf  by  reference  lo  external  credit 

ratings  (if  available)  or  to  hlslorical  Infonnation  aboul  counlerparty  default  rales: 

9 OTHER  DEBTORS 

Olslrict  Municipality 

404,244 

220,203 

Thokazane  housing 

1,438,744 

1,438,745 

Department  of  Hous'ng 

165,332 

165,331 

Accrued  Interest 

49,180 

49,760 

uMngerri 

259,356 

0 

Olher 

560,275 

452,715 

Total  olherdebtors 

2,877,131 

2,326,754 

less:  Provislon  for  doubtful  debts 

- 

. 

2,877,131 

2.326.754 

10  CALL  INVESTMENT  DEPOSITS 

32  day/90  day  deposits 

5,472,448 

8,623,989 

5,472,448 

8,623,989 
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2013  2012 

R R 


Inves^ents  are  32  day  and  /or  90  day  money  msrket  accounts.  A caS  account  Is  also  held  in  vrhldi  Ote  equitable  share  is  transferred 
v/hen  received.  Funds  are  transferred  from  Ihe  cai)  accounl  as  and  vdien  required. 

Bank  AccountNo.  Amount 


Standard 

0536-1443-4-14 

13,144 

12.498 

Nedbank 

Investment  1 

1461827 

14.562 

14,017 

Investment2 

0635053 

15,852 

15,259 

Inveslmenl3 

1679521 

81,256 

78,217 

FNB 

Investmenl  t 

62101572081 

406,260 

1,586.324 

Investment2 

62101572172 

11,072 

10,982 

CaliAccount 

62101571710 

1,647,222 

3,783,291 

Call  Accounl:  Housing 

62214429799 

61,917 

60.118 

ABSA* 

Inveslmentl 

20- 66260264 

3,221,173 

S.472.448 

3,063,302 

8,623,969 

* The  ABSA  Investmenl  Is  ceded  lo  D8SA  as  securily  for  Ihe  loan  laken  from  the  DBSA.  (Refer  to  Appendix  "A*}. 


11  BANKBALANCESANDCASH 


The  Munlclpality  has  the  follovrlng  bank  accounls: 


Currenl  accounl  (Primary  bank  account) 

FlrslNational  Bank- 
Account  number  - 62025429232 


Cash  book  balance  at  beglnnlng  ofyear(  overdrewn ) 

589,210 

321,300 

Cash  book  balance  at  ond  of  year 

430,109 

589,210 

Bank  statement  baiance  at  beglnnlng  of  year 

485,147 

307,931 

Bank  stalement  ba’ance  at  end  of  year 

380,093 

465,147 
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12  REVENUE  FROM  NON  EXCHANGE  TRANSACTIONS  • PROPERTYRATES 
A(^al 


Agricultural 

4,822,195 

2,898,033 

Residential 

3,842,660 

2,309,358 

Commerdal 

1,770,240 

1,063,877 

Public  service  infraslrTjcIure 

4,235,217 

2,545,277 

State 

891,990 

636,067 

Olher 

Total  assessment  rates 

16,562,302 

9,352,617 

Gross  Rates 

63.595,624 

31,174,633 

Rebates 

(48,033,322) 

(21,822,016) 

Net  Rates 

15.562,302 

9,352,617 

Valuations  as  atOt  Juty  2012 

Agriculturai 

2,522,223,000 

1,815,124,000 

Residential 

888.496,000 

264,634,000 

Commerclai 

261.436,000 

161,170,000 

Publlcservice  Infraslructure 

1,128,196,000 

425,861,000 

State 

155,243,000 

44,007,000 

Other 

82,963,000 

13,353,000 

Total  property  valuations 

5,038.557,000 

2,724,149,000 

13  REVENUE  FROM  EXCHANGE  TRANSACTIONS  - SERVICE  CHARGES 

Refuse  removal 

1,649,791 

1,480,958 

1,649,791 

1.460.958 

14  GOVERNMENT  6RANTS  AND  SU8SI0IES 

Equltableshare 

65,307,000 

49.180.000 

Cllnlc  subsldy 

. 

210,076 

CondiUonal  grants  utiilsed 

21.158.000 

21.269.065 

21,158,000 

21.479.141 

MIG 

18,404,000 

15,171,000 

MSIG 

800,000 

856,811 

FMG 

1,600,000 

1,842,186 

HOUSING  PLAN 

. 

6,783 

OEPARTMENT  OF  ENERGY 

. 

3,392,285 

DEPARTMENT  OF  ARTS  ANO  CULTURE 

454.000 

. 

21.156.000 

21.269.065 

ReferAppendixF 

16  OTHERINCOME 

Fees;  Pholocoples 

19,350 

12,358 

Fees;  Rales  Clearance 

12,193 

11,652 

LibraryFlnes 

640 

691 

Inleresl:  Current  Account 

13,622 

12,583 

Fees 

7,677 

20,793 

Community  Hall 

32,856 

31,656 

Maintenance 

192,292 

116,864 

Cemetery 

6,109 

5,522 

Postal  Serwce 

48,316 

51,298 

Sundry 

333.255 

263,417 
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16  EMPLOYEE  RELATED  COSTS 


Employee  related  costs  - salaries  and  wages 

21,272,404 

19,467,944 

Employee  relaled  costs  - contribuUons  to  UIF.pension  artd  medical  costs 

4,533,611 

3,684,296 

Tfavel,veh!cle,accommodation,subststence  and  other  altowances 

1,447,575 

1,106,182 

Housing  benefits  and  allowances 

114,728 

95,764 

Overtime  payments 

713,728 

569,848 

Bonus 

1,147,832 

1.028,025 

Skills  Levy/Proteclive  Clothlng/Bargalning  Counc^ 

462,200 

564.709 

Sub-total 

29,692,079 

26,516,768 

Less:Emp!oyee  costs  allocated  to  Property.Planl  and  Equi(Mn»tt 

Less:Emp!oyee  cosls  included  in  otherexpenses 

Tota!  emptoyee  related  costs 

= 

29,692.079 

26.516,768 

There  were  no  loans  (o  employees. 

Included  In  Employee  Relaled  costs: 

Remuneratlon  of  the  Municipa!  Manager 

Annual  remuneration 

786,651 

625,806 

Carallowance 

135,468 

127,200 

Conlributions  lo  Medical  and  Pension  Funds  and  UIF 

0 

112,833 

922,119 

865,839 

Remuneration  of  the  Chief  Financial  Ofilcef 

Annual  remuneralion 

540,462 

506,503 

Bonus 

15,000 

15,000 

Car  ailowance 

102,240 

96,000 

Contributions  (o  Medical  and  Penslon  Funds 

943 

943 

658.645 

618,446 

RemuneraUon  of  other  managers 

■ 

3C>-Jurt-2013 

Tochnical 

Corporate 

Communlty 

Servlces 

Servlces 

Setvlces 

Annual  remuneratlon 

0 

523,462 

455,544 

Bonus 

0 

0 

13.250 

Car  ellovranca 

0 

69,319 

79.655 

Contributions  to  Medical  and  Penslon  Funds 

0 

0 

44.332 

0 

692.781 

592.781 

30-Jun-2012 

Annuat  remunerallon 

491,514 

378,243 

426,932 

Bonus 

0 

0 

13,260 

Caratlowance 

65,06B 

86,647 

74,794 

Contributions  to  Medlcal  and  Penslon  Funds 

0 

91.712 

41.826 

556.602 

558.602 

556.602 

17  REMUNERATION  OF  COUNCILLORS 

Mayor 

630,734 

630,734 

DeputyMayor 

362,329 

362,329 

Speaker 

362,329 

362,329 

Execulive  commlllea  membcrs 

1,021,671 

1.021,671 

Counciilors 

3,919,008 

3,872,475 

6,296.071 

6.249.538 

Qelng  a full  tlme  coun&'llor  the  Mayor  has  Ihe  use  of  en  oMce  and  a mayoral  vehicle 
for  ofllclal  duUes 
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2013 

2012 

18  INTERESTPAJD 

R 

R 

Extemal  loans 

2,134.019 

2,704,115 

Operating  Lease  Payments 

0 

0 

Flnance  leases 

47.460 

0 

Operating  Leasos  - Rental:  Coplers 

Themunicipallty  has  recognised  theleaseson  photocopiersasoperalingleasesandrecognised  Ihe  contractual 
payments  as  expenses. 

2.181.470 

2.704.116 

Operaling  Lease  CQmmilmenls; 

- v/ithin  1 year 

321,902 

274,857 

- wthin  2nd  and  5lh  year  inclusive 

19  PRIOR  PERIOD  ERRORS 

201,240 

523,142 

Allowances  for  councillors  sitting  al  the  Dislrict 

for  2009, 2010  and  2011 

966,327 

PAYE  owed  to  SARS  for  201 1 

830,910 

Paymenls  for  2012  not  provided  for. 

288,573 

Restalemenl  of  Accumulated  Surplus  and  Credilors  for  2012 

0 

2,085,610 

Accumulated  Surplus 

Origlnal  Amount 

106,056,438 

Reslated  Amount 

103,573,349 

Creditors 

Original  Amount 

4,239,018 

Restated  A/nount 

6,324,827 

20  CASHGENERATEOBYOPERATIONS 

Surplus  (deflcit } for  the  year 

34,514,814 

27,934,478 

Deficit  - Housing  operadng  account 

Ajjustmentfor : 

Prloryear 

Dapreclation 

5,498,517 

6,540,321 

Reversal  of  Water  Debtors 

0 

0 

ContribuUons  lo  provlsions-  non-current 

Contribiitlons  to  provlslons  • current 

Contn'butlons  to  bad  debt  provision 

Investment  Income 

-795,711 

-571,138 

Interest  pald 

2,181,478 

2,704,115 

Operating  defitit  before  worldng  capltel  changes 

41,399,098 

36,607,776 

Change  in  Working  Capilal 

•17,877,906 

-10,594,264 

23,521.192 

26,013.512 

21  BANKBALANCESANOCASH 

Cashandcash  equivalenls  included  in  the  cash  flow  stalemenl  compriselhe 
foliowlng  amounls; 

Cash  on  Hand 

2,346 

2.346 

Bank  balances  and  cash 

430,109 

589.210 

432,454 

691.556 

22  RELATED  PARTY  TRANSACTiONS 

23.1  TTie  wife  of  Councillor  MJ.  Mkhlze  has  anintefest  inSilverStsrs,  Ihe  serwceprovlderperfomiingthegrasscultlng  functionin 
NewHanover.  359,775 


29 


uMSHWATHI  LOCAL  MUNICIPALITY 

NOTES  TO  THE  FINANCIAL  STATEMENTS  FOR  THE  YEAR  ENDEO  30  JUNE  2013 

2013  2012 

R R 

ADDfTiONAL  DISCLOSURES  IN  TERMS  OF  MUNiCIPAL  FINANCE  MANAGEMENT  ACT 

23  23.1  Contributions  to  organlsed  local  government 

Opening  balance 
Council  conlributjons 
Amount  paid  - current  year 
Amount  paid  - previous  years 
Balance  unpaid  ( included  in  credilors ) 

23.2Audltfoes 


Amountpaidcurrenlyear  590.860  630,552 

23.3  VAT 

Opening  balance  359,359  1,317,911 

CurrentyearoulpulVAT  -668,981  -625,108 

CurrentyearinpulVAT  5,016,342  3.999!991 

Amounl  paid  - currenl  year 

Amounl  refunded  by  SARS  - current  -2,974,881  -4.333.435 

Amounl  due  from  SARS  - included  in  deblors  1,731,840  359,359~ 


All  VAT  returns  have  been  submitted  by  tfie  due  date. 


0 

0 

0 


23.4  PAYE  and  UiF 

Currenl  year  payroll  deductions  and  Council  UIF  contribullons 
Amounl  paid  - currenl  year 

23.5  Penslon  and  modlcal  aid  deducllons 

Current  year  payroll  deductions  and  Council  contn'buUons 
Amount  paid  • cuffenl  year 

23.6  Counclllors  arrearconsumeraccounls 

No  Counciilore  had  an'eer  accounts  oulstandlng  for  more  Ihan  90 
days  as  al  : 

30Juns20t2  Tolal 


4,131,434  4,053,458 

4,131,434  4,053,458 


4.356.797  4,065,830 

4.356.797  4,065,830 


Outstanding  Oulstanding 
less  than  more  ihan 

90  days  90  days 


30June  2013 


Tolal 


Outstandlng  Outslendlng 

Issslhan  morsthan 

90  days  90  days 
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2012 

R 

R 

23.7  General  Expenses:  Detall 

Advertisemenls 

290,179 

318,201 

Arts  and  Culture 

74,242 

14,700 

Audit  Feo:  External 

590,860 

630,552 

BankCharges 

68,925 

73,443 

Bursaries 

103,114 

0 

Chemlcals  and  Oi!  Dlspersants 

0 

10,322 

Communlcallon;  Budgel  Process 

593,774 

225,435 

Conferences  & Semnars 

498,907 

569,771 

Crime  Prevention 

3,290 

57,393 

EAP 

593,026 

21,699 

Entertalnment 

0 

2,000 

FSSSFBE 

1,231,448 

765,753 

HfV/AIOS 

96,467 

125,961 

Hospitality/Mayor's  Outreach  Program 

135,812 

28,170 

Houslng  Plan 

13,500 

91,700 

IDP  Review 

747,157 

272,392 

Information  Technology 

1,853.630 

1,464,537 

Insurance 

444,595 

402,563 

Intemal  Audit 

351,484 

282,341 

Lay/  Enforcement 

52,925 

56,778 

LED  Projects 

421,866 

1,482,876 

Legal  Expenses 

192,696 

232,836 

Materials 

217,848 

209,516 

Med'tca!  Supplies 

35,111 

100,201 

Paupor  Burials 

29,180 

71,453 

PlantHlre 

376,412 

107,600 

Poslage  & Slamps 

133.390 

139,682 

Pound 

380,000 

30,000 

Prinling  and  Slalionery 

354,948 

264,526 

Purchases:  Elactricity 

1,095,904 

920,100 

Refreshmenls 

172,414 

193,548 

Refusa  Removal 

718,012 

1,266,097 

Rental:  Coplers 

566,642 

587,073 

Road  Slgns 

11,720 

7,140 

Security 

1,224,899 

1,283,328 

SeniorCitizena 

190,802 

0 

Smeil  Scale  Dlsasters 

197,078 

31,647 

Soclel  Empowermenl 

486,640 

98,985 

Speclal  Projects 

207,723 

515,729 

Sports  PromotJon 

820,993 

935,980 

Subscrtptlons 

429,384 

176,082 

Subslstence  and  TravelHng 

1,763,365 

872,123 

Sundries 

10,052 

26,463 

Telephortes 

1,333,472 

1,241,093 

Tools 

0 

16,268 

Toyring  ofVchlcles 

0 

350 

Town  Plenning 

107,768 

98,145 

Trainlng 

540,816 

562,616 

TransportA/ehicle  Cost 

1,487,249 

1,716,074 

Vaiuation  Fees 

194,946 

31,639 

Ward  Committees 

923,181 

463,129 

Water  Quality  Monitoring 

0 

5,000 

Woman  Empowemienl 

282,942 

Worismans  Compensaton 

1,947 

616 

You^  Oesk 

122,915 

259,408 

22.747,650  19.360.126 


23.8  Bank  Account  held  bythe  Municlpality 


Bank 

Typo 

A/CNo. 

2013 

Opening 

Closlng 

2012 

Opening 

Closlng 

FNB  - Primary  Bank  Accounl 

Chq 

62025459232 

485,147 

380,093 

307,931 

485,147 

Standard  Bank 

Inv 

0536-1443-4-14 

12,498 

13,144 

11,853 

12,498 

Nedbank 

Inv 

1461827 

14,017 

14,562 

13,433 

14,017 

Nedbank 

Inv 

0635053 

15,259 

15,852 

14,623 

15,259 

Nedbank 

Inv 

1679521 

78,217 

81,266 

74,959 

78,217 

FNB 

Inv 

62101572081 

1,586,324 

406,250 

58,361 

1,586,324 

FNB 

Inv 

62101572172 

10,962 

11,072 

10,852 

10,962 

FNB 

Inv 

62101571710 

3,783,291 

1,647,222 

500,987 

3,783,291 

FNB 

Inv 

62214429799 

60,118 

61,907 

66,901 

60,118 

ABSA 

Inv 

20-6626-0264 

3,063,302 

3,221,173 

2,920,571 

3,063,302 
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24  CAPITAL  COMMiTMENTS 


Commilments  in  respecl  of  capital  expenditure; 


- approved  and  contracled  for 

Infrastmcture 

0 

16,250,000 

Community 

0 

2,300,000 

• approved  but  nol  yet  conlracled  for 

infrastruclure 

17,900,000 

11,610,000 

Land  and  buildings 

8,618,000 

0 

Community 

3,300,000 

0 

Planl 

1,000,000 

Vehicles 

1,700,000 

Furniture  and  Equipmenl 

800,000 

33,318.000 

30,160,000 

This  expenditure  will  be  financed  from 

- capilal  replacement  reserve 

2,001.000 

- governmenl  grants 

22.296.000 

18,404,000 

Revenue 

11,022.000 

9.755,000 

33,318,000 

30,160,000 

25  RETIREMENTBENEFITINFORMATiON 


Certain  Counc^lors  and  Certaln  employees  belong  to  defined  benefH  plan  of  the  Nalat  Joint  Superarmuatlon  arKf 
Retirement  funds,  and  IheMuniclpal  CounQllors’Penslon  Fund.  Employees  of  uMshv/alhi  make  up  fess 
1 % of  Ihe  (otal  members  of  the  Ainds.  uMshwathFs  liability  in  Ihese  funds  could  not  be  determ'ned  ovnng 
mainly  to  the  the  assets  nol  belng  allocaled  to  each  Municipality  and  one  set  of  financials  being  prepared 
for  each  fund  and  not  per  municipality.  These  funds  are  subjecl  to  a tdennlal  actutfal  valuation.  Tfie  last 
valuation  was  performed  in  2005. 


Currenl  YeaFs  Conthbution  4,466.559  4,252,064 

25.1  SUPERANNUATiON  FUND 

ITie  actuarlal  value  ortotal  assets  v/as  R121,7  miltjon  more  than  Ihe  acluarlal 
value  of  Ute  fabilities  for  service  of  members  to  that  dale  and  for  pensloners. 
mada  up  as  follows 

25.1.1.  surplus  of  R 210  million  in  respect  of  ponsioners  (lunding  level  119.4%) 

25.1 .2.  defl^l  of  R 88,3  miilion  in  respect  of  membefs  (funding  levef  95  %) 

25.1.3.  Ihe  fund  was  thus  104.3%  funded 

25.1 .4.  the  fund  dld  not  hold  an  investment  reserve. 

25.1.5.  the  lotal  conlrlbulJon  rate  payable,  Inciuding  (he  surchargebyandon 
behalf  of  members,  exceededihat  reetutred  for  loture  servicoby  1.41% 
of  member's  penslonabte  emoluments 

25.1 .6.  An  addltlonal  contrfbutlon  by  way  of  a succharge  amounting  lo  6%  of 
salarles  Is  currenlly  In  pface  (o  fund  ihe  deficil.7his  surcharge  will  reduce  to 
4,5  per  cent  wlth  effect  from  1 Juty  2007. 

25.2  RETIREMENT  FUNO 

The  actuarfal  value  of  (otal  assets  v/as  R140,9  million  less  then  the  actuerial 
value  of  the  llabiiities  for  service  of  members  lo  (hat  dale  and  for  pensioners, 
madeup  as  follows 

25.2.1.  surplus  ofR63,4  million  (n  respecl  of  pensloners  (funding  level  116,2%) 

26.2.2.  deflcit  of  R204,3  million  in  respect  of  members  (fundlng  level  73.0%) 

26.2.3.  the  fund  was  thus  87,7%  funded 

25.2.4.  Ihe  furtd  dld  nol  hold  an  Inveslment  reservc 

25.2.5.  the  tolal  contirbulion  rale  payable  (including  the  aurcharge  of  14% 
payable  joinlly  by  pre-1  July  2002  members  and  by  emi^ets  on  Ihelr 
behatf)  exceeded  Ihalrequiredforfulureseivicet^  12.59%  ofmembers 
penslonable  emolumenls.This  should  be  sutficienl  lo  elimlnate  Ihe  deficit  by 
2010prov1ded  ihat  salaryincreases  do  notexceedCPIX  plus0,5%. 


32 


uMSHWATHI  LOCAL  MUNICIPALITY 

NOTES  TO  THE  FINANCIAL  STATEMENTS  FORTHE  YEAR  ENDED  30  JUNE  2013 


2013 

R 


2012 

R 


26  CONTINGENTLIABiLlTIES 

TTie  folloM'ng  cases  are  still  pemJing  Involving  the  munldpality: 

Promac  Consulling 

Thisamountis  forcosultingfees  for  a projectvrhichwas  neverlnitiated  and  Ihe  munidpll^ 

Is  of  the  oplnlon  thal  it  is  nol  liable  for  this  cost.  0 

Siyabonga  Proteclion 

Thfs  is  for  an  objection  raised  by  Slyabonga  Protection  on  the  award  of  a security  tender.  60,000 

CSM  Consuiling 

Thismatlerisfor  aclaimforwork  done  on  a housing  projecL  Anyamountpafdbyttre  municipaHty 

Is  daimed  back  from  Ihe  Department  of  Human  Seltlemenl.  0 


27  RISKMANAGEMENT 

The  munldpalit/s  aclivities  expose  it  to  a variety  of  finandal  risks;  maifcel  risk  ( fairvafcie  kiterest  rate  risk  and  cash  flmv  Interesi  rate  risk) 
aedit  riskand  liquidlty  risk.  The  munidpality  has  deveelopedacomi^hensiveriskstrategyinleniisof  Treasu/y  Regulation  28.1  In  order  to 
monitorandcontroi^eserisks.  Intemal  Audlt  funclkmrepwtsquarlettytolheAuditCommitlee,  anindependent  body  Ihat  monltors  risks  and 
policies  implemented  (o  mitigale  risk  exposures.  The  risk  managemenl  process  relab'ng  lo  each  of  these  risks  is  discussed  under  the  headlngs  below. 

Llquldity  risk 

The  entily  manages  liquidity  riskthrough  proper  managemenl  ofworkingcapital.  capHafexpendilurcandactualforecast  cashflov/s  and  its  cash 
management  policy.  Adequate  reserves  and  liquid  resources  are  also  maintained. 

Intorest  rate  risk 

As  the  munidpaality  has  no  slgni^cant  inlerest-bearing  assels,  the  enUt/s  income  arKf  operating  cash  flows  are  subslantially  Independent  of  changes 
in  market  inlerest  rales, 

Credit  rlsk 

Credit  risk  consisls  malnly  of  cash  deposlts,  cash  equivalenls  and  (rade  recetvaMes.  The  entity  only  deposits  cash  with  major  banks  with  hlgh  quaiity 
vedit  slandlng  and  limits  exposura  to  any  one  counter-paity. 

Trade  recetvables  comprisa  a wWespread  customer  base.  Management  evahialed  credil  risk  relaling  to  customors  on  an  on-golng  basis.  If  cuslemers 
are  independenlly  rated,  these  ratJngs  are  used.  Olherwise,  'ri  there  is  no  independenl  rating,  risk  control  assosses  the  credit  quoltty  of  ihe  customors, 
taking  Into  accounl  Its  flnancial  posltlon,  past  experience  and  olher  (aclors. 
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Recondliation  of  Actual  and  Budget  Information 
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Capital  Funding  Recognised  (Included  in  Other  Revenue)  18,404,000  Budgeted  Surplus 

Intemal  Funding  for  Capex  7,165,099 

Total  Capex  25,569,099 


APPENDJX  A 

uMSHWATHI  LOCAL  MUNiCIPALITY  : SCHEDULE  OF  EXTERNAL  LOANS  AT  30  JUNE  2013 
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uMSHWATHI  LOCAL  MUNtCIPALITY  : SEGMENTAL  ANALYSIS  OF  PROPERTY.PLANT  AND  EQUIPMENT  AT  30  JUNE  2013 
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FOR  THE  YEAR  ENDED  30  JUNE  2013 
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APPENDDC  E (1) 

uMSHWATHI  LOCAL  MUNICIPALITY  ; ACTUAL  VERSUS  BUDGET  ( REVENUE  AND  EXPENDITURE  ) FOR  THE  YEAR  ENDED  30  JUNE  2013 


Explanation  of  significant  variances 

The  larqe  increase  is  due  to  the  increase  in  dcbtors. 

The  ina-ease  was  mainlv  due  to  the  increase  in  rentals  and  additional  orooertv  beina  rented  out. 
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